ABSTRACT
INTRODUCTION
Efficiency in the context of capital market has been defined in many ways, but the most common way has been defined in terms of what sort of information is available to market ISSN(e): 2222 -6737/ISSN(p): 2305 -2147 journal homepage: http://www.aessweb.com/journals/5002 participants, and how they handle that information. According to this view, an efficient capital market is one where prices of financial assets accurately reflect all information and quickly adjust to new information (Dimson and Mussavian, 1998) . This definition is referred to as informational efficiency.
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The securities markets in developing countries are considered to be less efficient because of their operating characteristics, such as size, market regulation, trading costs and nature of the investors. And also, different participants may have varying amounts and quality of information.
The day-of-the-week effect continues to be one of the interesting and debatable stock market anomalies to study because of the existence of significant day-of-the-week effects that would be very useful for developing profitable trading strategies. Investors could buy stocks on days with abnormally low returns and sell stocks on days with abnormally high returns.
While there were extensive researches conducted on the day-of-the-week effect on returns, it has been noticed that the average market return varies within a week and could be negative in the first or second trading day or at least be lower than the other trading days of the week. The reasoning presented by many researchers (mentioned in Section 2) for this phenomenon, is that the bad news are usually received at the weekend (Mehdian and Mark, 2001) . These news pressurize the investors to sell on the coming first trading day. Moreover, the negative news spread fear in minds of the investors which leads to selling on first day of the week. It is also believed that the second trading day's negative returns occur due to lag in spreading of news from matured markets to other market Aggarwal and Rivoli (1989) . This is what makes the day-of-the-week market anomaly a topic for continuous study.
The objective of this paper is to investigate the day-of-the-week effect in the KSE. This paper is divided into the following sections. Section 2 presents the literature review of the day-of-theweek effect. Section 3 demonstrates an overview of KSE. Section 4 describes the database as well as the methodology employed in the paper. Section 5 shows the analysis of the results and Section 6 ends the report with the conclusion.
LITERATURE REVIEW
There is an extensive literature on day-of-the-week effect. Day-of-the-week effect has been a mystery since the late 1920's where Kelly (1930) identified that the average daily return of the market is different for all trading days in a week, and that the returns on Monday in the markets of United States of America are negative.
Later, French (1980) It was observed by Fama (1965) that the variance on Monday for daily returns was higher than other days. It is observed that the stock exchange market starts downwards and ends upwards (Cross, 1973) . The above mentioned observations imply that average return on Monday and Tuesday is lesser than the average return on other days of the week in the developed markets. The justifications given for such a phenomenon is that the bad news would come out at the end of the week leading to a selling action on the coming Monday (Mehdian and Mark, 2001) . Reasons for the lower returns on Tuesday in certain stock markets are indicated towards lag in receiving information from USA's market (Aggarwal and Rivoli, 1989) .
The study on day-of-the-week effect on returns in the Kuwait stock market has been divided into three groups (Al-Mutairi, 2010) . One group shows negative returns on the beginning of the week and positive returns on the last trading day. The second group shows right the opposite of the first group. However, the third group shows no effect on returns based on different days of the week. Cross (1973) studies the day-of-the-week effect for the period from 1953 to 1970 on the S&P 500 Index for the stock market returns. He found that the mean return on Monday was lower than the mean return on Friday. Solnik and Bounsquet (1990) conducted a study on the French Stock Exchange to find the day-of-the-week effect. They noticed that a strong negative return on Tuesday is existed. Similar studies (Barone, 1990) on the Italian Stock Market and Balaban (1995) on the Istanbul Stock Exchange proved the same results. Lakonishok and Smidt (1988) explore 90 years of the Dow Jones Industrial Average Index in the period 1897-1986. They observe persistent seasonality in Dow Jones Industrial Average Index returns confirming the day-of-the-week effect with Monday's average returns being -0.14%. Dubouis and Louvet (1995) provide probably the most comprehensive study confirming the day-of-the-week effect. They examined eleven indexes from nine countries in the period 1969-1992. They found negative returns on Mondays, which are compensated by abnormal positive returns on Wednesday. Bayar and Kan (2002) sampled returns from nineteen countries and found that for the majority of the markets the day-of-the-week effects in the stock market returns existed on Tuesday and Wednesday. They found a weaker effect in the returns for Thursday and Friday. They also found that the volatility is highest on Monday and lowest towards the end of the week for most of the markets. Similarly, Rodriguez Werner (2012) examines the Day of the Week Effect for the main stock markets in Latin during the period, 1993-2007. Undertaking three different analyses, including GARCH models for the returns and volatility of daily returns by day of the week for the major stock market indexes in the region, he found significant evidence of a Monday Effect (lower than expected returns) or a Friday Effect (higher than expected returns) in many cases in the region.
On the other hand, another group has been able to present a complete opposite phenomenon, i.e. on the first day-of-the-week the returns are positive and negative on the last day (Al-Loughani and Chappell, 2001; Aly et al., 2004) . Al-Loughani and Chappell (2001) used the price index of the KSE for a period of five years starting from January 1993 to December 1997 with GARCH model to inspect the day-of-the-week effect. They discovered that the average returns are higher on the first day in the trading week in the KSE.
The last group as detailed below found no substantive differences among returns on different days within a week. According to Syed and Perry (2006) day-of-the-week effect could not be traced in most of the emerging stock markets other than Taiwan, Philippines and Pakistan. Their study was conducted on 21 emerging stock markets. In a recent study on the Stock Exchange of Mauritius, Agathee (2008) found that the mean returns of overall trading days in a week are not significantly different from zero for the data used in the given period of 1998 -2006 . Furthermore, Berument Hakan and Dogan (2012 examine the stock market returns and volatility relationship using US daily returns from May 26, 1952 to September 29, 2006 . The empirical evidence reported did not support the proposition that the return-volatility relationship is present and the same for each day of the week.
In the light of the literature review surveyed in this research, it has been noticed that studies on the day-of-the-week effect on various stock markets are inconclusive and this study will continue to understand and present the subject extensively and on a regional basis. Kamco (2011) 
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RESEARCH METHODOLOGY
If there is no day-of-the-week effect in mean returns, the coefficients are not significantly different from zero. F-statistic is used to test this hypothesis, that coefficients b1 through b5 would be identical. Rejection of the hypothesis implies that at least one of the five daily rates of return is not equal to the others. The day-of-the-week effect is also examined by checking significance of the coefficients b1 through b5. The existence of day-of-the-week effect will be confirmed when coefficient of at least one dummy variable is statistically significant (Brooks and Persand, 2001 ). Table 2 It is clearly seen from the Table 3 that mean returns are not significantly different across the overall period. However we observe in years 2003, 2005, 2008 and 2011, that there is some evidence in favor of the day-of-the-week effect. This is consistent with the findings in Table 4 where significant returns were observed in Day 2 and Day 4.
DATA AND ANALYSIS
The results of the regression with dummy variables are given in Table 4 below: The observations in Table 4 presented above are results based on OLS regression run on day returns in KSE. The observation period was Jan 2002 -Sep 2011 and used daily returns on the KSE Market Index. The study endeavors to examine whether there is a significant difference among daily returns based on days of trading. If there is no day-of-the-week effect in mean returns, the coefficients are not significantly different from zero. F-statistic is used to test the hypothesis that coefficients b1 through b5 would be identical. Rejection of the hypothesis implies that at least one of the five daily rates of return is not equal to the others. The hypothesis was rejected in year 2003, 2005, 2008 and 2011 . The p-value in these years was lower than 0.05. So there was a clear evidence of day of the week effect in these years.
CONCLUSION
This paper has investigated the day-of-the-week effect on the KSE by examining the Index returns of more than nine years data. The results, based on the OLS analysis of trading days, indicate that there is a day-of-the-week effect in Kuwaiti Stock Exchange. This result is inconsistent with those of other Stock Exchanges as the first trading day shows positive returns.
The Kuwait Stock Exchange exhibits positive returns on the first and the last day-of-the-week with significant negative returns on the second day of the Trading week. This confirms a study conducted by Al-Mutairi (2010) on inefficiencies in the Kuwait Stock market.
Further research studies can be conducted to test whether there is presence of day of the week effect based on individual securities. The data can also be tested on ARCH Models as the OLS method assumes homoscedasticity of data.
